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Job  Weli  Done? 


th  the  help  of  data  analytics  t 
nproved  the  accuracy  of  its  fo 


alth  CIO  Scott  Blanchette 
ScairitvMaM|cr*f 
WMl:  Learning  to  let  go 


NQAA  Flips  Switch  on  Weather  Systems  providers  of  outsou 


periia{>s  help  better  ptepaie  112 
The  two  IBM  systems,  which  ue  identi¬ 
cal  dooes,  will  be  used  by  NQAA’s  Natknul 
Weather  Service  to  produce  hmcast  dau  that's 
used  in  the  US.  and  around  the  world. 

Va.;  the  other  is  in  Orlando.  The  NWS  can 
switch  between  the  two  in  about  six  minutes. 

Each  is  a  aij-teraflop  system  running  a 
Linux  operating  system  on  Intel  processors. 
The  federal  government  is  paying  about  $20 


Kyger,  director  of  central  operations  at  the  Na¬ 
tional  Centers  for  Environmental  Prediction. 

NOAA  had  previously  used  identical  Ibur- 
year-old  74-terafiop  IBM  supercomputers 
that  ran  on  IBM's  AIX  operating  system  and 
Power  6  chips. 

Before  it  could  activate  the  nevv  systems,  the 
NWS  had  to  ensttre  that  they 


Soto  83%  of  the  enterprise 
buyer  respondents  sakt  they  agreed  or 
strongly  agreed  that  their  u.S.-based 


n-U.S.-based  staffers. 

'U.S.-based  workers  more  often 
exhibit  skills  deemed 
most  relevant  to 


report  said. 


The  NWS  has  a  new  hurricane  model, 
which  is  15%  more  accurate  in  day  five  of  a 
forecast  for  a  storm's  track  and  intensity.  That 
model  is  now  operational  and  cunning  on  the 
new  systems.  That's  important,  because  the 
US.  is  expecting  a  busy  hurricane  season. 

-  Polrick  Thibodeau 


tivity.  survey  respondents  reported  that 
IJ.S.-based  staffers  exceeded  offshore 
staff  by  wide  margins.  When  the  survey 
looked  at  specific  IT  services  funaions, 
the  findings  narrowed  some,  but  U5.- 
based  workers  still  came  out  ahead. 

-PAIIBCKTHIBOOEAU 
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How  InterSystems  invented  a  database  system 
that  combines  objects  and  SQL 
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Microsoft  Adds  Java  to  Qoud  Services 


i  a  growing  portfolio  of 

E  enterprise  so^aie  it  sells  as  hosted 
servkxs,  Microsoft  plans  to  add  Java 
to  its  Windows  Azure  doud  service. 
“Having  support  for  a  Java  platform  or 


tomized  JVM  for  high-perfonnance  use  tJiat 
has  been  on  the  market  for  over  a  decade,  with 

The  addition  of  Java  shows  that  “Micro¬ 
soft  is  serious  about  rurming  arry  and  every 
workload,' on  Azure,  wrote  A1  HUwa,  an  IOC 


director  at  Microsoft  Open  Techtxrlogies. 

Microsoft  will  ofier  the  Java  Starxlard 
Editioo  (Java  SE)  by  the  end  of  the  year,  both 
as  a  starrdakme  PaaS  (platform  as  a  service) 
and  as  a  component  of  a  Windows  Server 
laaS  (infrastructure  as  a  service),  as  pact  of 
Windows  Azure  service. 

For  the  Java  mntitne,  Microsoft  has 
commissioned  Azul  Systems  to  develop  and 
maintain  a  version  of  the  Java  OpenJDK.  the 
referenoe  impfementation  of  the  Java  Virtual 
Machine  (JVM)  and  runtitne  for  Java  SE.  The 
OpenJDK  will  also  allow  customers  to  run 
programs  written  in  several  JVM  languages. 

Azul  has  pleirty  of  experience  with  Java. 

The  company's  flagship  product.  Zing,  is  a  cus- 


they  can  use  instead  of  their  real 
addresses  when  websites  ask  for 
their  contact  information. 


krxrws  open  source  and  can  really  bring  its  Java 
knowler^  to  Azure  cloud  enterprise  clients." 

To  date,  there  have  been  no  commer¬ 
cially  supported  versions  of  the  OpenJDK  for 
Windows  platforms,  said  George  Gould,  Azul’s 
vice  president  of  business  development 
Oracle  itself  does  not  offer  Java  SE  as  a 
service  on  Oracle  Ckud,  the  company  con¬ 
firmed  by  email.  The  vendor  does,  however, 
ofo  the  Java  Enterprise  Editfon  as  a  service. 
Java  EE  is  a  Java  plafform  with  additional  frame¬ 
works  to  ease  production  use  of  applications. 

Other  cloud  services  do  have  Jan  offerings, 
including  CloudBees,  Cloud  Foundry,  Amazon 
Web  Services  and  Google  App  Engine. 

-  Joab  Mcfcson.  IDG  News  Seniice 


alias  address  to  a  person’s  regular 
account.  Users  can  shut  off  the  for¬ 
warding  if  they  get  annoyed  with  a 
particular  sender.  The  free  version 
also  has  a  password  generator  and 
secure  storage  for  those  password 
Many  of  the  components  of 


elsewhere.  But  Abine  has  put  them 
together  into  an  extension  for 
Chrome  and  Firefox  browsers. 

A  premium  version  of  MaskMe. 
available  with  a  J5-per-month  sub¬ 


credit-card  numbers  that  can  be 
linked  it  to  the  user's  real  account 
and  another  that  creates  alias 


The  subscription  makes  iOS  and 
Android  versions  of  MaskMe  avail¬ 
able  to  mobile  users. 


Shrink  the  servers 
and  everything 
else  follows. 


It’s  tone  to  build  a  better  enterprise.  Together.  Data  centers  that 
power  the  intemet  can  waste  90%  of  the  energy  they  consume. 
That’s  unsustainable.  So  working  with  IT  leaders,  HP  has  come  up 
with  a  completely  newkindof  server  HP.Moonshot,  Ifs  80%  smaller, 
consumes  89%  less  energy,  and  costs  77%  less.  Building  technology 
to  power  the  next  internet,  it  matters,  hp.com/moonshot 
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YOUR  BUSINESS 
DOKNTHAi/E 
A  mVUSE  BUTTON. 

As  you  know,  business  moves  fast.  The  secret  to  being  successful  is  never  slowing  down. 
With  CenturyLink  as  your  trusted  technology  partner,  you  don't  have  to.  Our  visionary 
cloud  infrastructure  and  custom  communications  solutions  are  backed  by  dedicated, 
responsive  support.  Pause  button  not  included.  We  know  you'd  never  use  it. 


•  Cloud  •  Managed  Services 


CenturyLink* 
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Ballmer  Pushes 
‘Family  of  Devices’ 

Despite  disapfMtnting  finaiKial  results  ami  the  Surface 
tablet  deback  Micnisoft  is  movii^  ahead  with  pla^ 
dramatkallYexpaiHl  its  harthvai%  offerings.  By  Gr^Kei^ 


IF  WOMM  MEAN  AHVTHIM,  Midosofl  will  soon  dramati¬ 
cally  expand  the  number  —  and  type  —  of  hairfware 
devices  it  makes  in-bouse,  and  one  day  those  devices  will 
all  run  tbe  same  Windows  iteration. 

In  a  memo  pasted  last  montb  on  Microsoft  s  website.  CEO 
Steve  Ballmer  used  tbe  phrase  “faunily  of  devices' to  times  in  an 
update  of  tbe  anpany’s  yeaiiong 'devices  and  services"  strategy. 

~  I  a  reshuffling  of  Mkrosoft  product 

rw  engineering  groups  and  a 


befdains,  dwelled  extensively  on 
stated  in  the  memo.  "We  wiU  design,  cn 


us  and  through  thiid  parties  a  complete 
family  of  Windows-powered  devices.” 

Ballmer  told  reporters  and  analysts  in  a 
conference  call  later  that  the  range  of  in-house 
and  third-party  devices  will  encompass  "the 
very  smallest  [and]  the  very  largest  devices." 

The  memo  was  posted  just  a  week  before 
Microsoft  reported  lower-tlumexpected 
fourth-rpiaiter  financial  results  and  an¬ 
nounced  that  it  is  taking  a  $900  million  charge 
to  account  for  a  drop  in  the  inventory  value  of 
ARM  processor-has^  Surface  RT  tablets. 

I>e^te  the  tablet  woes.  Microsoft  is  “firmly 
a  hardware  company.”  said  Frank  Gillett,  an 
analyst  at  Forrester  Research.  "They  don’t 
need  to  play  in  the  entire  ecosystem,  but  they 
must  have  so<ralled  hero  devices  —  ones  that 
show  what  their  software  can  do.” 

Gillett  saw  MicrosiA’s  write-down  as  just 
one  paece  of  a  larger  transition  from  pack¬ 
aged  software  to  devices  and  services,  with 
the  devices  piece  exemplified  by  the  Surfiice 
product  line  and  the  services  component 
epitomized  by  the  company’s  strove  toward 
selling  its  software  as  a  service. 

"Eve.1  if  Microsoft  is  making  all  the  right 
decisions  in  the  trarrsition,  it’s  still  a  funda¬ 
mental  shift.”  Gillett  said.  “No  matter  what, 
it’s  a  messy  process.” 

Mkrosoft  will  move  on,  in  other  words,  after 
theSurfoceRTflap,seeingitasnotacon^>atty- 
killer  or  even  as  a  reason  to  change  its  strategy, 
birt  as  one  of  several  obstacles  it  will  encoun¬ 
ter  in  the  coming  years.  "This  is  early  in  the 
[Surfooe]  product  cycle,”  Gillett  obsened.  "This 
is  just  the  begintting  of  at  least  a  two-year  dog.” 

“What  [the  Surface  RT  overstock]  really 
shows  is  tfolt  being  an  OEM  is . . .  a  lot  totgher 
than  Microsoft  thought  it  was,"  added  Patrick  Moorhead,  an  analyst 
at  Moor  Insi^its  &  Strategy. 

Meanwhile,  Ballttrer’s  memo  also  —  indirectly  —  indicated  that 
the  comparry’s  goal  is  for  Windows  and  Windows  Phone  to  be  essen¬ 
tially  the  same  operating  system.  “Developets  must  be  able  to  target 
all  our  devices  with  a  cottunon  programming  model,”  he  wrote. 

Curtetttly,  Windows  8,  Windows  RT  and  Windows  Phone 
share  a  kernel,  but  they  don’t  share  a  complete  code  base;  apps 
written  for  Winrfows  8  and  Windows  RT  can’t  nm  on  Witulows 
PhoiK  8,  and  vice  versa.  A  “write  once/nm  many”  model  would 
give  Microsoft  an  advantage  that  even  Apple  doesn’t  enjoy; 
Apple’s  iOS  apps  ate  incompatible  with  OS  X. 

“Having  all  the  OSs  under  one  roof  was  long  overdue,”  said  Bob 
O’Donnell,  an  analyst  at  IDC.  ♦ 


a  messy  process. 


You  know  what 
virtualization  did 
for  computing. 

Why  stop  there? 


The 

Software-Defined 
Data  Center 

from  VMware. 


Only  one  virtualization  partner  gives  you 
the  ability  to  virtualize,  automate  and  control 
all  data  center  resources:  servers,  storage, 
net\working  and  security.  Unlike  competitors 
who  stop  at  the  server  level,  VMware  vCloud* 
Suite  delivers  the  Software-Defined  Data 
Center,  the  complete  virtualization  platform 
for  the  new  cloud  era. 

vmware* 

Visit  vmware.com/sddc 


Scott 

Blanchette 

This  IT  leader  built  a 
professional  services 
group  from  the 
ground  up. 


WtaTs  VMT  favorite  tcck  tn? 

Anything  Apple.  Greatest  tech 
company  on  Earth. 

00  yoo  ham  any  hobhitf  ? 
Mountain  climbing  is  probably  the 
most  prominem.  I  would  like  to  get 
through  five  of  the  Seven  Summits. 


'm  planning  on  doing  Mount  Elt 


SCOTT  ilANCHETTE  got  a  big  nod  from  fellow  IT  professionals  this  spring,  when 
he  won  the  prestigious  2013  OO  Leadership  Award  at  the  loth  annual  MIT  Sloan 
CIO  Symposium.  The  award  recognized  Blanchette,  senior  vice  president  trfIT 
services  at  NashviUedxised  Vanguard  Health  Systems,  for  delivering  business 
value  and  for  innovative  use  of  IT.  Blanchettes  undertakings  include  joining  with  other 
Vanguard  Health  executives  in  2012  to  found  Hungary  Solutions,  an  IT  services  company 
that  provides  inf 
zations,  including  Vanguard. 
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WORK  ON  THE  MOST  SECURE, 
MOBILE  COLLABORATION  TOOL 
BUILT  FOR  THE  ENTERPRISE. 


THE  GRILL  |  SCOTT  BLANCHETTE 


U  If  rm  not  able 
topravidea 
service  of  value 
at  a  price  point 

[that  the  business  units] 
believe  reasonable,  I  don’t 
want  to  hold  them  hostage. 


recoving  at  what  price 
points  and  how  that 
compares  to  what  they 
can  actpiiie  in  the  open 
market  There  was  a 
clothier  when  I  was 
a  kid,  Sy  Syms,  who 
said, 'An  educated 
consumer  is  our  best 

of  time  driviiig  toward 
that  same  goal  in  IT. 


ehnrtwrafarlT 

S•n<c■l?Yes,andwe 


etKourage  that  sort  of 


a  service  of  value  at  a 
price  point  they  believe 

want  to  hold  them 
hostage.  We  think 
we're  always  going  to 
be  the  most  competi¬ 
tive  akemative,  espe¬ 
cially  when  it  comes 
to  alignment  with  the 
business  and  its  objec¬ 
tives  and  strategies. 


MH  Midi?  Unlike  a  third-party  service  provider, 
we're  all  incentivized  around  the  organization's  [fi¬ 
nancial  performaiKe).  So  while  we  run  independent 
or  interdependent  units,  we  operate  under  a  singular 
umbrella  organization.  The  other  piece  is  we're 
keenly  focused  on  the  unique  attributes  of  our  dif¬ 
ferent  operating  units,  some  of  which  are  hospitals, 
some  of  which  are  clinics,  some  of  which  are  health 
plans.  We  have  a  diverse  portfolio  of  assets,  and  we 
understand  them  better  than  others. 


HMT  4*  yw  ImproM  ITS  andtrttairfiH  of  the 

bHlMH  ■■Hs?  We're  birly  central  to  the  strategy 
developmem  process.  We're  definitely  involved  from 
the  be^tming  in  articulating  the  strategy  and  the 
desired  outcomes.  We're  imolved  in  the  implementa¬ 
tion  of  services  and  sohitiotts  that  bdp  achieve  them. 
And  we're  part  of  the  rationalization  process  in  the 
end,  when  we  evaluate  our  successes  and  failures  as  a 
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business  and  not  just  a  service  provider.  Being  part  of 
that  entire  continuum  is  extiettrely  valuable.  I  think 
we  have  a  very  prominent  seat  at  the  table. 


ka  yowMlf  a  trustad  partaarf  Ddiv- 
ering  exceptiotral  results  is  central  to  being  a  ctediUe 

portunities  for  technology  to  influence  or  impact  the 
successes  of  the  business.  You  have  to  be  sound  at  ex¬ 
ecuting  and  delivering  results,  and  you  have  to  have 
the  other  tenets  you  expect  — 


exceptional  delivery  of  positive  business  results. 


WM  ara  yaar  Mcfaat  tadawlaiy  hiMadvas  at  tha 

maaiaat?  Initiatives  to  help  drive  business  growth. 
We've  invested  in  consumer-directed  analytics  and 
a  consumer  relationship  management  solution  that 
few  others  have  in  healthcare,  so  CRM  and  growth- 
related  initiatives  are  by  far  our  most  prominent  focal 
poirrt.  The  second  is  around  usability  and  mobility 
of  our  systems  —  the  consumerization  of  IT,  with  a 
keen  foixs  on  usability  and  mobility. 

And  wtan  yaw  Mnitt  ctaHaata?  The  macro¬ 
economic  headwinds  in  the  healthcare  industry  are 
very  challenging  in  calerxlar  year  2013.  It  certainly 
impacts  growth,  and  it  just  influences  the  overall 
general  outlook  for  the  industry  and  that  creates  a  lot 
of  focus  and  discipline  that  we  really  need,  to  be  suc¬ 
cessful  during  a  transitioo  into  healthcare  cefirrm. 

yyhat  diws  that  aieaa  for  yrmr  IT  organization?  Prob¬ 
ably  one  of  the  prraninent  examples  would  be  a  fixnis 

that  we  are  only  making  high-value  investments  that 
create  some  form  of  quantifiable  returns  —  either 
financial  or  clinical,  or  hopefully  both.  And  being 
exceedingly  disciplined  about  that  is  critical. 


YMi’ra  alH  IwHidcr  and  prosMont  Of  Hangard. 
Hov  hat  that  txparlanct  ihapad  you  as  a  ao? 

It's  less  critical  how  it's  shaped  me  than  it  is  how 


implement  a  professional  services  culture  here 
and  emulate  the  professional  services  relationship 
wherein  our  customers  could  go  buy  from  any  other 
respectable  supplier  that's  frequently  absent  from 
internal  IT  de^rtments. 


What  charactarMics  arc  typtcady  ahaont?  Establish¬ 
ing  some  boundaries  around  a  scope  of  service,  agree¬ 
ing  on  service  levels,  and  esublishing  service-level 
agreements  and  providing  pricing  transparency  for 
the  scope  of  services.  And  the  benchmarking  piece  is 
valuable  for  furthering  the  trust  relationship. 

—  Interview  by  Computerwotid  conlrihutiqg  writer 
Mary  K.  dratt  (inarykpratt@veriZ(m.neO 


Getting  to  your  files  should  be  simple. 

^  Dropbox  for  Business 

dropbox.com/business 
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Search  in 
Windows  &1 
will  use  Bii^ 
to  deliver 
targeted  ads, 
even  when 
searching 
locai  drives. 


Bing-Bang-Bungling 
Local  Search 


I  ALK  ABOUT  HAVING  THINGS  BOTH  WAYS!  A  few  months  ago  in  its 

“Scroogled”  ad  campaign,  Microsoft  was  complaining  about  how 
Google  uses  your  search  terms  and  Gmail  contents  to  deliver  target¬ 
ed  ads.  Now,  Microsoft  is  touting  how  Windows  8.1  uses  your 


search  terms  to  deliver  taigeted  ads,  even  when 
you’re  doing  searches  on  local  drives. 

Do  people  at  Microsoft  ever  talk  to  anyone 
outside  tl^  own  groups?  Does  the  Bii^  team 
need  to  be  introduced  to  the  Scroogled  team? 
Scroogled?  How  about  Bing-Bang-Bungled? 

Windows  8.1  is  still  in  preview,  but  when  you  do 
a  local  search  in  it,  your  results  will  include  both 
local  and  Bing-provided  hits.  Microsoft  will  then 
use  your  search  terms  hr  targeted  ads. 

For  Microsoft,  this  is  decidedly  a  feature,  not 
a  bttg.  David  Farm,  Microsoft’s  general  manager 
for  the  Search  Network,  wrote:  “Bing  Ads  will  be 
an  integral  part  of  this  new  Windows  8.  t  Smart 
Search  experience.  Now,  with  a  single  campaign 
setrrp,  advertisers  can  corrrtect  with  consumers 
across  Bing,  Yahoo!  and  the  new  Windows  Search 
with  highly  relevant  ads  for  their  search  queries. 

In  adilition,  Bing  Ads  will  include  Web  previews 
of  websites  arxl  the  latest  features  like  site  links, 
location  and  call  extensions,  making  it  easier  for 
consumers  to  ctrmjdete  tasks  and  for  advertisers  to 
drive  tpialified  lea^"  He  continued,  “Our  goal  is 


spyware  into  local  search. 

Imagine  that  you’re  a  Micrrrsoft  competitor 
who  uses  Windows  8.1.  Do  you  want  Microsoft 
to  know  what  ymi’re  searching  for  on  your  PC  or 
ctrrporate  intranet?  I  don’t  think  sol 

I’m  not  saying  that  this  type  of  functionality  is 
imprecedented.  Google  has  long  itKorporated  that 
kind  of  capability  in  Android  arrd  Google  Instant 
search.  But  it’s  a  new  move  for  Microsoft  Ever 
since  its  ’90s  antitrust  trial,  Microsoft  has  steered 
clear  of  incorporating  Internet  functionality  in 
its  Witulows  operatir^  system.  Twenty  years  on, 
however,  with  the  PC  on  the  decline  and  trubile 
devices  and  the  cloud  ascentlant,  everyone  is 
integrating  Internet  services  into  their  prrxlucts, 
and  Microsoft  wants  to  do  the  sanoe. 

What  sticks  in  the  craw  is  that  this  comes  so 
closely  cm  the  heels  of  Microsoft  blastirrg  Google 
for  peeking  at  users’  information  for  the  sake  of 

Fortunately,  you  can  turn  this  functionality  off 
without  much  trouble.  What  you  can’t  do  in  the 
preview  —  but  what  you  can  do  with  any  Web 
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PRICE  CONTROL 


COVER  STORY 


D 


related  enteqtrise  software  jump  by  at  least  io%. 

“Oracle  works  very  well,  but  at  the  end  of  the  day 
we  pay  a  huge  price  for  that  service,”  Steinour  says. 

Today,  99%  of  the  fixed-cost  increases  in  the  uni¬ 
versity's  IT  budget  come  from  software  maintenaiKe 
price  hikes.  “That’s  just  not  sustainable,”  says  Stei- 
nour,  whose  IT  department  supports  20,000  students 
and  1,600  bcuhy  members. 

Eric  Robinson,  CIO  at  Color  Spot  Nurseries,  a  $300 


plies  plants  to  bigbox  stores,  has  been  an  SAP  user 
sitibe  2000.  He  says  his  biggest  issue  isn't  the  cost  of  the 
perpetual  license  for  the  outright  purchase  of  on^prem- 


The  transition  to  cloud-based  services  is  RATCHETIIICi  UP TRADiiriM^ ENTERPRISE 
SOFTWARE  COSTS  AND  ADDIN6  LAYERS  OF  COMPLEXITY.  Here's  how  IT  organizations 
are  breaking  free.  BY  ROBERT  L.  MITCHELL 
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BC!  SAP  software,  or  the  annual  increases  in  SAP  nuinteiunce  fees 
—  t's  the  fact  that  FaUfarook.  Calit-based  Color  Spot  wasn't  getting 
much  in  retuin  far  the  money  it  spent  on  maintenance. 

Robinson  says  SAP  has  been  gradually  raising  siqiport  costs  in 
annual  increments  from  the  initial  17%  of  the  origiiul  software 
liceoseprice.Inaoo8,SAPhadsentRDhinsonaletterannounc- 
ii^  plairs  to  gradually  increase  his  rate  to  22%  phis  an  annual 

from  Standard  Support  to  a  new  Enterprise  Support  plan.  In  2010, 
Color  Spot  was  payiif  18.1%  and  Robinsoo  decided  to  drop  SAP's 
maintenance  plmi  and  move  to  a  thirdpaity  provider.  At  that 
time.  SAP  reintroduced  Standard  Suppwt.  In  July,  SAP  raised  the 
price  on  Standard  Support  from  18%  of  the  original  license  cost  to 
19%  far  new  contracts.  Enterprise  Support  remains  at  22%. 

Rates  started  at  15%  in  the  early  1980s,  then  gradually  rose 
to  17%  and  stayed  there  until  about  200$,  says  R  "Ray*  Wang, 
an  analyst  at  Constellation  Research  specializing  in  enterprise 
software  contract  nesotiatioos.  They've  since  risen  to  19%  and 


ion  acknowledges  that  Color  Spot  s  SAP  system  IS  sta 
he  didn't  need  to  make  many  calk  for  support.  But  hi 
« that  SAP  doesn't  support  any  of  his  company's  custi 
and  the  support  packs  and  major  upgrades  his  IT  org 


IT  shops  have  been  pushing  back.  When  GWU's  contract 
comes  up  for  renewal,  Steinour  says  be  plans  to  kx*  at  mote  cost- 
effective  approaches  to  enterprise  softw^  licensing  and  main- 
tenance,  including  a  gradual  migration  to  a  subscription-based 
software-as-a-service  offering  from  Oracle  or  anotlrec  vendor. 

If  the  university  commits  to  a  change,  h  would  consider  moving 
to  third-party  maintenance  as  an  interim  step,  he  says.  That  would 
allow  the  IT  department  to  continue  supporting  the  software  and 
receive  bug  fixes  as  well  as  tax  and 
regulatory  updates  for  payroll,  but 
no  software  upgrades.  Essentially, 
the  university  would  freeze  its 
two  ERP  implementatians  until  it 
was  ready  to  move  off  the  old  ERP 
system  —  and  that  process  could 
take  a  long  time.  “[Usetsl  would 
be  involved  in  the  decisian  process 
of  the  future  direction,  [and]  I  am 


'nhey  wonder  whether  they  re  better  oH  not  paying  mamtenaiKe 
and  just  buying  new  software  every  four  or  five  years." 

For  Robinson,  the  last  straw  came  when  he  decided  not  to 
- -rade  from  Vetskm  4.7  and  SAP  was  about  to  require  Color 


s  far  users  of  older  versions  of  SAP  software.  “At  that  tune,  SAP 
vas  20%  of  the  rr  budget.  It  was  ridiculous,"  he  says.  That's  when 
be  decided  not  to  renew  Color  Spot's  maimenance  contract. 

An  SAP  spokesman  responds  that,  historically,  standard 
tupport  customers  have  paid  an  additional  2%  to  6%  for  extended 

In  general,  however,  “the  way  enterprise  software  is  licensed 
today  is  just  not  meeting  the  needs  of  many  organizations."  says 
Patricia  Adams,  an  analyst  at  Gartner.  Or^uiizations  are  led  up 
with  the  perpetual-license-plus-maintenance  approach  to  en¬ 
terprise  software  purchases,  and  they're  tired  of  ruiming  on  the 
upgrade  treadmill  simply  fiir  the  sake  of  keeping  their  software 

nirrency  of  the  software."  Adams  says,  ‘and,  when  negotiating, 
they  still  struggle  with  finding  out  how  the  vendor  performed 


9%  or  trie  1 1  Duoget:  imtiaiiy  n  was  zots,  itooinson  says,  nn 
while  he  no  longer  receives  software  upgrades,  he  says  he  cai 
buy  additional  modules  and  add  users.  The  software  vendors 
“still  happy  to  take  your  money,"  he  says. 


CedarCrestone  have  tneurted  the  wrath  ot  uracies  lawyers  — 
and  firr  good  reason,  says  Frank  Scavo,  president  of  Strativa,  a 
management  consulting  firm  that  advises  enterprises  on  busine 
and  technology  decisions:  The  vendors'  hictative  contracts  cany 
profit  margins  as  high  as  90%.  (Oracle  didn't  respond  to  several 
requests  to  comment  on  its  licensing  policies.) 

There's  a  reason  why  traditional  ERP  software  costs  are  risin) 
Sales  of  core  ERP  systems  have  slowed,  with  projected  growth  c 
just  5.8%  through  2016.  And  much  of  the  new  sales  ate  of  cloud 
based  services,  which  are  seeing  double-  and  even  triple-digit 
growth,  says  Christine  Dover,  an  analyst  at  IDC. 

“These  companies  are  under  earnings  pressure,"  Scavo  says,  ant 
while  traditianal  ERP  software  vendors  are  moving  aggressively 

Workday,  Salesfbtcecom  and  NetSuite.  And  the  transition  to  a  cIct 
service  model,  where  a  deal  might  bring  $100  pet  user  per  month 


YOU  SEE  YOUR 
CUSTOMER  DATA 
EXPOSED. 


WE  SEE  YOU 
GETTING  MORE 
DEALS  CLOSED. 


CONFDENTIAL 


SECURE  MOBILITY  FROM 
GOOD  HELPS  YOUR 
BUSINESS  MOVE  FREELY. 


The  Politics  o/Going 
OffMaintemuitt 

When  Enc  Rotwson  put  (onh  ihe  idea  thal  Color  Sool  Nurseries 
might  want  to  move  to  a  third-party  maintenance  and  suppoa 
provider  for  its  SAP  ERP  software,  he  was  careful  to  present  txjth  the 
rewards  and  risks  to  management.  "I  do  everything  I  can  to  present 
the  advantages  and  disadvantages  while  acting  indifferently  to  allow 
the  tkismess  to  make  the  decision.'  Rohinson  says. 


•  Maintenance  and  support  costs  would  decline  by  50%. 

■  The  third-oarty  maintenance  provider  would  support  Color  spot’s 
ERP  customizanons  -  something  that  SAP  didn’t  da 
>  there  wouldn’t  be  as  much  of  a  need  for  latior  to  test  updates 
in  order  to  stay  on  a  release  that  SAP  supported. 

•  It  would  be  possible  to  modify  the  system  without  worrying  about 
an  SAP  update  overlapping  with  a  modificaiion. 


’Hit  potential  dotmsklcs  indiided  die 

■  The  third-party  support  provider  might  not  be  able  to  fi«  a  core 
system  failure  because  it  wouldn’t  have  the  source  code. 

■  The  provider  might  have  difficultv  recruiting  IT  professionals 
to  work  on  stale  systems. 

■  At  some  ooint.the  older  ERP  system  might  no*  be  compatible 
with  new  software  or  hardware. 

■  The  third  party  might  not  be  able  to  provide  lax  regulation  updates 
for  payroll  systems. 

■  The  move  might  hurt  Color  Spot’s  relationship  with  SAP  -  which 
could  affen  negotiations  for  additional  SAP  licenses. 

'After  discussing  these  in  detail  and  determining  Color  Spot’s 
strategy  in  what  makes  the  company  successful,  the  decision  was 
pretty  easy.'  Robinson  says.  Management  voted  unanimously  to 
move  forwaid.  While  technically  this  was  not  an  II  decision  but  a 
strategic  business  decision,  the  pressure  was  on  Robinson  to  deliver. 
'I  felt  I  was  taking  ail  the  risk,  since  it's  my  responsibility  to  make 
certain  the  system  worked.'  he  says.  Fortunately,  he  adds,  it  did. 


sersus  seseral  iiiillion  upfront  and  a  aa'^o  annual  mainienanti-  fiv. 
Ua  diHKuh  one  tor  traditional  ERP  vendors  to  nuke  because'  tlie 
nirines  comes  in  gradually  rather  than  in  a  big  lump  sum. 

So  vendors  have  been  pursuing  wa\  s  to  get  more  revenue  from 
their  existing  customers  while  thev  make  the  transition.  "Both 
SAP  and  Oracle  are  being  cerv  opportunistic  m  accounts  where 
they  already  have  a  strong  presence."  and  that  s  being  driven 
from  the  top  down,  sac  s  David  Blake.  CEO  of  Boston-based  man- 

One  y»  a\  thev  re  doing  that  is  by  extracting  addiiKinal  raainie- 

Vet  another  gotcha  for  S.AP  users  in  the  past  year  or  two  has 
been  the  vendor's  aggressive  enforcement  of  its  indirec  t  access 
tees,  which  are  additional  licensing  clurges  for  users  of  other 
applkaiions  that  access  S.AP  applications  or  data  stored  in  SAP 
systems.  Scacxi  say^  the  practice  represents  a  potentially  large 


liability  for  the  unwary,  since  SAP  systems  are  often  integrated 
with  third-party  applications  on  the  edge  of  core  ERP  systems. 

The  language  describing  indirect  access  charges  in  the  general 
terms  and  conditions  in  S.AP  contracts  has  been  ’quite  vague  and 
ainbiguous."  Scavo  savs.  so  some  enterprises  customers  that  have 
ptirchased  non-SAP  systems  have  been  exposed  to  unanticipated 
charges.  "It  s  more  of  a  Trojan  horse  approach."  he  says,  explain¬ 
ing  that  once  a  user  brings  in  third-party  software.  SAP  comes  in 
looking  to  enforce  its  indirect  access  charges. 

Lynn  Costa,  former  vice  president  of  shared  services  at  Scho¬ 
lastic  Inc.,  a  Sa  billion  children’s  book  publisher,  says  she  faced 
such  a  situation  when  she  discoveted  that  one  of  the  publisher’s 
enterprise  software  licenses  was  tied  to  hardw  are  that  was 
shared  w  ith  other  programs. 

Such  problems  could  be  avoided  by  isolating  the  hardware  in 
its  own  environment,  but  that  may  not  always  be  possible.  Costas 
advice:  It’s  not  enough  to  have  the  lawy  ers  and  procurement  people 
review  these  contracts.  ’Have  multiple  people  on  the  IT  staff  read 
through  all  ol  the  details.  ”  she  says.  "And  pu.sh  back.  If  you  don't 
negotiate  it  at  that  time,  you’re  never  going  to  get  it  later." 

Steinour  savs  he  doesn’t  want  to  get  caught  with  last-minute 
surprises,  .so  he’s  especially  cautious  when  it  comes  to  renego¬ 
tiating  contracts.  "We  start  talking  a  year  and  a  half  before  the 
contract  is  up.  If  it  doesn't  w  ork  out.  I  still  have  a  year  to  plan  my 
exit  strategy."  he  says. 

The  problem  with  that  negotiating  strategy  is  that  the  univer¬ 
sity  is  locked  in.  Steinour  knows  it  —  and  his  software  vendors 
know  it.  "Oracle  is  my  biggest  challenge  because  we  don't  have 
much  leverage."  he  admits. 

Like  many  IT  executives.  Steinour  says  lie  would  like  to  take 
advantage  of  subscription-based  cloud  offerings  to  avoid  paying 
a  separate  inaimenance  bill  and  making  capital  investments 
in  major  software  and  hardware  upgrades  every  few  years.  But 
the  university  is  bound  to  an  ERP  implementation  that’s  highly 
.tdapted  to  the  ways  in  which  the  organization  likes  to  conduct 
business.  "We’re  used  to  buying  software  and  ciistomi/ing  it  to 
death."  Steimmr  says. 

"W  lien  vou  put  in  a  S40  |million|  or  S50  million  ERP  package. 
It’s  difficult  to  have  an  exit  strategy  without  causing  a  lot  of  pain. 
They  know  thal.  and  so  they  increase  our  costs  every  year. "  he 
savs.  Therefore.  Steinour  says  he  would  like  to  lay’the  ground- 

■'W’ith  cloud'  you  need  to  adjust  your  business  prixesses  to 
align  w  ith  the  software."  he  says.  That  model  will  require  an 
expensive  business  process  redesign,  and  that  kind  of  change 
i  won’t  come  easily.  "The  hardest  pan  is  getting  the  business 
I  areas  to  readjust  their  business  processes,  which  add  overliead  to 
I  whatever  vve  do.”  he  says.  But  in  the  long  run.  he  adds,  "we  w  ill 
be  more  sustainable  going  forward." 

I  A  New  Era? 

I  A(  Red  H|il.  40*^0  of  ll»e  cuterprise  sofware  runs  as  clinid'based 

I  ERP  applications  running  on  preniisis  to  support  its  5.600 
emplovees.  according  to  CIO  Lee  Congdon. 

I  To  Congdoii.  the  ke\  to  mos  ing  forward  is  to  create  a  viable 
I  optKMi  for  mos  ing  otf  of  those  platforms.  He  worries  n<K  just  about 
I  cost  but  about  being  locked  into  a  \endor  s  software  with  a  highly 
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vcRus  sevnal  million  up&ont  and  a  22%  annua]  maintenance  fee. 

Is  a  difficult  one  for  traditioaal  ERP  vendon  to  make  because  the 

So  vendon  have  been  pursuing  ways  to  get  more  revenue  from 
their  existing  customers  while  they  make  the  transition.  “Both 
SAP  and  Oracle  are  being  very  opportunistic  in  accounts  where 
they  already  have  a  strong  presence,"  and  that's  being  driven 
from  the  top  down,  says  David  Blake,  CEO  of  Boston4»sed  man- 
agemem  consultancy  UpperEdge. 

One  way  they're  doirig  that  is  by  extracting  additional  mairne- 
nance  and  support  fees,  Scavo  says.  His  clients  have  also  seen  an 
increase  in  the  number  of  on-site  audits. 

Yet  another  gotcha  for  SAP  users  in  the  pan  )rear  or  two  has 

fees,  which  ate  additional  licensing  charges  for  users  of  other 
that  SAP  appiirilfyms  or  data  stored  in  SAP 


liability  for  the  unwary,  since  SAP  systems  are  often  integrated 
with  third-party  applications  on  the  edge  of  cote  ERP  systems. 

The  language  d^ribing  indirect  access  charges  in  the  general 
terms  and  conditions  in  SAP  contracts  has  been  ‘quite  vague  and 
ambiguous,"  Scavo  says,  so  some  enterprises  customers  that  have 
purchased  non-SAP  systems  have  been  exposed  to  unanticipated 
charges.  “It's  more  of  a  Trojan  horse  approach,"  he  says,  explain¬ 
ing  that  once  a  user  brings  in  third-party  software,  SAP  comes  in 
looking  to  enforce  its  indirect  access  charges. 

Lynn  Costa,  former  vice  president  of  shared  services  at  Scho¬ 
lastic  Inc.,  a  $2  billion  children's  book  publisher,  says  she  foced 
such  a  situation  when  she  discovered  that  one  of  the  publisher's 
enterprise  software  licenses  was  tied  to  hardware  that  was 
shared  with  mher  programs. 

Such  probletns  could  be  avoided  by  isolating  the  hardware  in 
its  own  envittMiment,  but  that  may  not  ahways  be  possible.  CosU's 
advice;  It's  not  enough  to  have  the  lawyers  and  procurement  people 
review  these  contracts.  "Have  multiple  people  on  the  IT  staff  read 
through  all  of  the  details,”  she  says.  “And  push  back.  If  you  don't 
negotiate  it  at  that  time,  you're  never  going  to  get  it  later.” 

Steinour  says  he  doesn't  want  to  get  caught  with  last-minute 
surprises,  so  he's  especially  cautious  when  it  comes  to  renego¬ 
tiating  contracts.  “We  start  talking  a  year  and  a  half  before  the 
contract  is  up.  If  it  doesn't  work  out,  I  still  have  a  year  to  plan  my 
exit  strategy,"  he  says. 

The  problem  with  that  negotiating  strategy  is  that  the  univer¬ 
sity  is  locked  in.  Steinour  knows  it  —  and  his  software  vendors 
brow  it.  "Oracle  is  my  biggest  challenge  because  we  don't  have 
much  leverage,"  he  admits. 

Like  many  IT  executives,  Steinour  says  he  would  like  to  take 
advantage  of  subscription-based  cloud  offerings  to  avoid  paying 
a  separate  maintenarxe  bill  and  making  capital  investments 
in  major  software  and  hardware  upgrades  every  few  years.  But 
the  imiversity  is  bound  to  an  ERP  implementation  that's  highly 
adapted  to  the  ways  in  which  the  organization  likes  to  conduct 
business.  “We're  used  to  buying  software  and  customizing  it  to 
death,"  Steinour  says. 

“When  you  put  in  a  $40  [million]  or  $50  miUion  ERP  package, 
it's  difficult  to  have  an  exit  strategy  without  causing  a  lot  of  pain. 
They  ktxiw  that,  and  so  they  increase  our  costs  every  year,"  he 
says.  Therefore,  Steinour  says  he  would  like  to  lay  the  ground¬ 
work  for  a  more  strategic  approach. 

“With  cloud,  you  need  to  adjust  your  business  processes  to 
align  with  the  software,"  be  says.  That  model  will  require  an 
expensive  business  process  redesign,  and  that  kind  of  change 
won't  come  easily.  “The  hardest  part  is  getting  the  business 
areas  to  readjust  their  business  processes,  which  add  overhead  to 
whatever  we  do,"  he  says.  But  in  the  long  run,  he  adds,  “we  will 
be  more  sustainable  going  forward." 

ANewEfa? 

At  Red  Hat,  40%  of  the  enterprise  software  runs  as  cloud-based 
services  under  a  subscription  model,  but  the  vendor  of  open- 
source  software  also  has  a  traditional  implementation  of  core 
ERP  applications  running  on  premises  to  support  its  5,600 
employees,  accordit^  to  CIO  Lee  Congdon. 

To  Cot^don,  the  key  to  moving  forward  is  to  create  a  viable 
option  for  moving  off  of  those  platforms.  He  worries  tKX  just  about 
cost  but  about  being  locked  into  a  vendor's  software  with  a  highly 
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“What  happens  when  your  compniton 


Congdon  is  warned  about  the  potential  competitive  threat 

And  IDC’t  Dover  says  that's  also  a  valid  concern  to  have  about 
global  competitoss  in  emeiging  markets.  “In  ptaoes  like  India, 
they  didn't  buy  traditional  on-premises  systems  and  they’re  going 
rigta  to  cloud,*  she  says. 

Congdon  says  Red  Hat  is  “aeating  the  option  to  move  [by] 
working  to  ke^  our  business  processes  straightforward  and 

But  the  SaaS  model  has 
its  own  potential  pitfolls,  IT 
executives  and  analysts  say.  “My 
worry  is  that  the  SaaS  vendors 
are  going  to  do  to  us  exactly 
what  the  big  vendors  did  to  us," 
Steinour  says.  “We  have  to  make 
sure  we  have  a  rock-solid  con¬ 
tract  and  an  exit  strategy." 


moving  customers  to  a  sub¬ 
scription-based  service  should 
be  more  attractive  because 


I.KC«if<loa,ao,RedHat  be  rolled  into  a  single  monthly 
fee.  For  the  customer,  however, 

maintenance  lees  ate  hidden  within  monthly  subscription  fees. 

“You  canY  go  off  maimenance  with  Salesfocce.com,"  Scavo 
says.  And  while  subscripcno-based  services  can  get  IT  off  the 
upgrade  treadmill  and  allow  it  to  replace  mukimillion-dollar 
capital  investments  in  software  and  hardware  infrastructure 
whh  subscription  fees,  they  may  not  be  cheaper  in  the  long  run. 
Already,  Scavo  says,  “doud  vendors  ate  able  to  charge  a 


markets."  For  example,  Salesforce.com  already  dominates  the  CRM 
market.  While  today  the  doud  is  cost-competitive,  vettdocs  such  as 
Salesforcexom  could  become  tomorrow's  SAPS  and  Otades. 

As  doud  usage  grows  more  common,  there  will  be  ittcreased 
competitkm,  Scavo  says.  But  IT  should  be  prepared  for  the  possibil¬ 
ity  t^  a  few  vendors  may  dorrtinate  some  markets. 

IT  may  not  have  to  move  to  the  ckxtd  Co  get  subscriptioa- or 
usagebased  pricing,  but  Cosu  says  she  doesnY  think  those 
models  ate  always  fully  baked. 

And  not  all  etttetprise  software  vendors  have  a  mature 
software  licensiog  model  to  accommodate  ocganizatioas  chat 
host  infrastructiue  in  a  pthrace  cloud  rather  than  a  traditional  on- 
pretctises  setcp  —  “especially  when  you  need  to  have  flexibility  to 
hit  peaks  attd  valleys,*  she  says. 

Users  should  assess  the  maturity  and  scalability  of  cfoudbased 
systems  before  moving  to  subscription-based  SaaS  offerings.  For 
example,  even  though  Scholassic  has  embraced  the  SaaS  model 
for  some  etrterprise  applicatiocis,  Cosu  isn't  sure  that  core  fi¬ 
nancial  tools  would  be  a  good  fit  for  the  doud  right  now.  But  her 
view  could  change  as  the  cloud  matures,  she  adds. 

With  regard  to  mairrtenance.  Scholastic  has  frozen  its  imple- 
metrtatioo  of  ID  Edwards  accounting  software  and  outsourced 


maintenance  to  Rimini  Street.  It's  investigating  a  move  to  the 
Oracle  E-Business  Suite.  But  because  that  option  is  so  costly, 
Cosu  says.  Scholastic  also  plans  to 
including  SaaS-based  ERP  systems  such  as  NetSuite. 

Mix  and  Match 

Traditiooal  software  vendors  are  also  experimertting  with 
subscriptioa  and  usage-based  models  for  on-premises  products, 
while  some  doud  vendors  ate  offering  a  perpetual  license-plus- 
maintenance  model  for  their  SaaS  wares.  Pershing  LLC,  for 
example,  has  a  usagebased  “on  demand"  licensing  model  for 
the  IBM  enterprise  applications  and  hardware  running  in  its 
dau  center.  TW  license  “starts  with  the  hardware  itself.  Then 
the  software  licensing  depends  on  hardware  you  run  on,"  says 
managing  director  and  CIO  Ramaswamy  Nagappan. 

At  Scholastic,  director  of  network  service  Arun  Abraham 
decided  to  use  mobile  device  management  (MDM)  software 
vendor  AiiWatch's  cloud-based  service  —  but  he  signed  up  for  a 
two-year  perpetual  license  phis  maintenance  rather  than  opting 
for  a  subscr^tion.  “We  got  a  very  reasonable  price,"  he  says. 

As  SaaS  options  mature,  organizatiaos  should  start  to  rethink 
their  core  ERP  strategies  and  prepare  for  changes,  Scavo  says.  For 
now,  he  thinks  the  best  appn^  is  what  many  large  organizations 
are  already  doing;  Retain  core  financial  systems,  but  “wall  them 
off"  rather  than  expand  them  into  other  parts  of  the  business.  "That 
opens  the  door  to  considering  venilots  that  may  be  mote  forward- 
looking,  more  agile  and  perhaps  more  cost-effective,"  he  says. 

Measuring  the  consumption  of  services  is  another  challenge. 
With  SaaS,  Steinour  says,  software  costs  change  from  a  per-seat 
charge  to  bow  many  peofde  are  using  the  service  at  any  given  time. 
“But  how  do  I  monitor  that  in  the  cloud  internally?"  he  asks. 

IT  also  needs  to  invest  in  tools  that  can  validate  the  accuracy 

when  and  for  how  long,  Admns  says.  And  IT  needs  to  be  able  to 
forecast  demand  to  better  manage  licensing  costs,  whether  in  the 
context  of  a  traditional  software  license  or  a  subscription  service. 

For  example,  iQuate's  iQAnalytics  tool  takes  into  account  how 
current  software  was  deployed,  license  deutls,  discounts  and 
other  historical  daU  to  project  future  demand  —  and  software 
costs.  It  drills  down  into  very  granular  details  such  as  what 
applications  ate  deployed  in  which  JzEE  app  servers,  database 
configuration  option  details  and  Veritas  cluster  configurations, 
so  that  IT  can  model  the  impact  of  changes  on  softww  costs, 
says  iQuate  CTO  and  founder  Jason  Keogh. 

All  that  infonhation,  Adams  says,  can  be  used  to  drive  a  better 
deal  when  h’s  time  to  renegotiate.  “Most  companies  don't  go  back 
and  negotiate  the  terms  as  well  as  they  should.  Large  organiza¬ 
tions  should  be  able  to  do  thaC  she  says. 

Whether  you  want  to  Doove  to  a  third-party  maintenance 
provider  or  not,  simply  making  it  known  that  you’re  entertaining 
the  idea  can  lead  to  savings.  The  presence  of  these  providers  is 
already  moderatii^  the  behavior  rif  [ERP]  vendors,"  Scavo  says. 

Color  Spot's  Robinson  says  he  knows  that  SAP  looks  unfavor¬ 
ably  on  his  decisioa  to  move  off  SAP  maintenance.  But  the  deci- 
sioa  in  no  way  reflects  dissatisfection  with  the  software  itself, 
he  adds.  “I  know  SAP  sees  Crdor  Spot  as  a  rogue  player,  [but] 
nothing  could  be  further  from  the  truth,"  he  says.  “We  love  SAP, 
we  realty  do.  But  the  traditional  licensing  model,  for  the  future, 
does  not  make  sense."  ♦ 
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6  mlHion  oips  of  yogurt  a  day  in  aln 


■  PROJECT  GOAL:  To  increase  market  share 
in  a  highly  competitive  field  and  better 
anticipate  consumers'  changing  tastes. 
Dannon  rolled  out  IBM  predictive  analytics 
tools,  including  the  Strategic  Trade  Planning 


and  Customer  Trade  Planning  systems. 
■  TEAM  lEADERS:  CIO  Timothy  weaver 
and  Jeremie  Davis.  Dannon's  director 
of  sales  and  marketing  systems,  are 


■  RESULK:  Since  it  was  deployed  in  May 
2011.  the  predkbve  analytics  software 
has  helped  Dannon  improve  its  accu¬ 
racy  in  forecasting  and  inventory  plan¬ 
ning  from  about  70%  to  98%. 


That  wasn’t  always  the  case  fc>r  the  White  Plains, 
N.Y.-based  dairy  betemoth.  For  years,  Dannon’s  sales 
force  relied  “on  a  very  manual.  Excel  spreadsheet-driven 
process”  to  forecast  sales  and  manage  inventory,  says 
Dannon  CIO  Tunothy  Weaver. 

“It  was  a  very  cumbersome  pnxess  and  not  particu¬ 
larly  accurate,"  he  says.  What’s  worse,  drawn-out  fote- 
castit^  was  leaving  Dannon’s  sales  reps  with  less  time 
for  the  actual  execution  of  sales  plans  and  customer 
engagement.  And  attempts  at  forecasting  that  were  only 
about  70%  accurate  were  prompUng  production  teams 
to  side-eye  sales  reps’  reports. 

That  is,  until  Dannon  turned  to  IBM’s  predictive 
analytics  tools,  including  the  vendor’s  Strategic  Trade 
Planning  and  Customer  Trade  Ftan- 
nir^  systems,  in  April  2010.  Dannon 
won’t  disclose  hardware  and  system 
costs,  other  than  to  note  that  its  tech¬ 
nology  investment  “returns  signihcant 
business  value.” 

Forget  about  gut  feelings  arxl 
guesswork.  Nowadays,  Dannon  sales 
reps  first  design  a  pronwtion,  such  as  a 
49-cent  reduction  on  the  cost  of  a  four- 
pack  of  Oikos  fat-free  Greek  yogurt. 

Then  they  enter  factors  such  as  pricing 
conditions,  target  customers,  ler^tb  of 
the  promotion  and  product  SKUs  into  a 


98%.  But  predictive  analytics  is  about  m 
arming  sales  representatives  with  a  crystal  ball.  While 
dau  analysis  has  helped  Dannon  retain  nurket  share 
in  the  hypercompetitive  yogurt  industry,  the  company 
has  found  that  success  comes  at  a  price.  Like  marry  data 
crunchers,  Dannon  is  iliscovering  that  for  predictive  ana¬ 
lytics  to  pay  off,  it’s  necessary  to  devote  some  time  and 
resources  to  makir^  the  system  work.  Careful  testit^  of 
models,  senior-level  buyin,  occasional  IT  hand-bolding 
and  a  refireshing  of  talent  are  key  requirements. 

A  Dog-Eat-Dog  Mailtet 

In  order  to  fully  appreciate  the  power  of  predictive  analyt¬ 
ics,  it’s  important  to  understand  just  how  cutthroat  the 
Greek  yogurt  industry  really  is.  Capac¬ 
ity  constrairtts,  retailer  squabbles,  poor 


Using  sophisticated  algorithms,  the  model  crunches 
the  figures,  along  with  historical,  regional  and  market 
data,  and  spits  out  “the  expected  base  sales  you  will 
always  see  from  that  pack  group,  the  incremental  sales 

financial  implications  —  such  as  gross  revenue  increase 
and  profitability,”  Weaver  says.  Dannon  became  a  user 
of  IBM’s  tools  through  a  series  of  acquisitions:  Its  origi¬ 
nal  predictive  analytics  software  was  from  M-Factor, 
which  was  acquired  by  DemandTec,  which  in  turn  was 
acquired  by  IBM. 

Since  rolling  out  IBM’s  predictive  analytics  system 
in  May  20tt,  Darmon  has  increased  its  accuracy  in 
forecasting  and  inventory  plarming  fiom  about  70%  to 


and  missed  sales  quotas  ate  serious  sn 
blir^  blocks  that  can  lead  to  lost  market 
share  for  Dannon  and  competitors  like 
Chobatti,  General  Mills  and  Liberte. 

However,  by  better  anticipating 
product  availability  and  customer 
behavior,  manufacturers  like  Darmon 
are  improving  sales  and  squeezing  out 
profits.  In  fact,  while  Cbotani  domi¬ 
nates  the  Greek  yogurt  landscape  with 
53%  of  the  market,  Darmon  Oikos 
jumped  from  a  2.8%  share  of  the  market 
to  nearly  13%  in  2012,  according  to  a  Match  2013  report 
from  market  research  firm  Packaged  Facts. 

“More  and  mote  consumer  packaged  goods  manu¬ 
facturers  ate  using  predictive  analytics  to  ensure  that 
the  right  products  ate  in  the  right  stores  for  the  right 
shopper,”  says  John  Katolefeki,  executive  directin'  of 
the  Shopper  Technology  Institute,  a  Cleveland-based 
trade  organization  specializing  in  techm^ogies  that 
engage  shoppers  and  analyze  their  behavior.  “That’s 
the  Indy  grail  fin  manufacturers  —  to  better  forecast 
demand  help  retailers  prevent  out-of-stock  items  ami 
develop  mote  effective  ptormnions.” 

One  way  that  Dantum  is  using  analytics  to  better 
by  closely  examining  its 


CASE  STUDY 


products  consutently  across  the  U.S.  However,  didiig 


says)eieinieDavis,Dannoa’sdiiectoro(sa)esandiiiai- 
Iceting  systems.  “What  we  found  is  that  h’s  OK  to  have 
a  diSnent  pricing  strategy  for  diOerent  legioos,  even 
for  a  product  that’s  rdativdy  as  inexpensive  as  yogurt.' 

Gaining  greater  insight  into  how  price  afiects  con¬ 
sumption  is  a  significant  advantage  for  Daruno.  Many 
yogurt  manufocturers,  such  as  General  Mills,  have 
attempted  to  increase  their  share  of  the  Greek  yogurt 
market  by  hiring  customers  with  heavy  discounts  and 


Product  discounts  can  definitely  drive  sales.  Bi 
iiHlepth  understanding  of  bow  pricing  impacts  con¬ 
sumer  behavior  yields  a  far  nx 


Ttiafstheholygrailformanuf^rers- 
to  better  forecast  demandy  hdp 
pivventouNif-stock  iteim  and  develop 
more  effective  promotions. 


There’s  such  price  pressure  and  high  competition 
that  there’s  not  much  price  elasticity  [in  the  Greek 
yogurt  market),'  says  Gerhard  Pilcher,  vice  president 
and  senior  scientist  at  Elder  Research,  a  predictive  ana¬ 
lytics  consulting  company  in  Charlottesville,  Va.  “So  if 
you  don't  urtderstand  your  customers,  yrw’ie  going  to 
fall  to  the  wayside  pretty  quickly.' 

Gauging  the  impact  of  price  on  sales  has  also 
spurred  modifications  in  Dannon’s  inventory  planning. 
^  comparing  an  item’s  typical  sales  levels  to  forecast¬ 
ed  sales  based  on  a  particular  promotion,  Oannon  can 
predict  not  only  an  uptick  in  sales,  but  bow  much  more 
inventory  is  required  to  satisfy  the  increased  demand. 
Dannoo  then  shares  this  dau  with  its  demand  plan¬ 
ning  otganizatioo  so  that  production  aixl  inventory 
levels  can  be  adjusted  accordingly. 


An  Insatiable  Demand 

As  it  is.  Greek  yogurt  manufacturers,  many  of  them  in 
the  throes  of  triple-digit  growth,  are  struggling  to  keep 


ed  a  mere  1%  of  the  market  less  than  five  years  ago.  For 


$450  million,  t  million-squarefoot  plant  in  IWin  Falls, 

“One  of  the  challen^  with  Gre^  yogurt  is 
that  many  manufacturers  are  still  highly  capacity- 


“That’s  why  predictive  analytics  is  a  critical  tool  for  us.' 

At  the  same  time,  yogurt  manufacturers  need  to 
be  careful  not  to  over-ieplenidi  retailers’ shelves  with 
popular  products.  “Anything  in  the  dairy  case  has  a  very 
short  sh^  life,  so  predicting  volume  metrics  is  really  im¬ 
portant.' says  Alison  Chakas,  vice  president  of  shopper 
andtetail5tiategyatieseaichfirmGfK.'It’sveiydifia- 
ent  from  p^ier  towels  or  laundry  detergent,  where  you 
have  a  lot  of  flexibility  in  your  siqiply  chain.  The  shatter 
your  shelf  life,  the  more  important  it  is  to  get  it  right.' 

Striking  the  right  balance  also  requires  examin¬ 
ing  how  increased  demand  for  one  product  line  can 
lead  to  reduced  demand  for  another.  For  this  reason, 
Oannon  compares  numbers  on  a  wide  variety  of  yogurt 
types  using  predictive  analytics.  For  example,  when 
the  company  noticed  an  uptick  in  sales  of  its  Light 
&  Fit  Gr^  yogurt  brand,  it  also  eiploted  how  this 
increased  demand  was  aSecting  the  sales  of  its  other 
Greek  yogurt  products,  as  well  as  those  of  its  competi¬ 
tors.  Through  careful  data  analysis,  OaniKia  discovered 
that  while  the  popularity  of  Li^  &  Fn  was  leading  to 
caimihalization,  with  some  customers  switching  from 
other  Dannon  brands,  it  was  also  eating  into  the  Greek 
yogurt  sales  of  its  competitors  arxl  thus  yielding  greater 
overall  profiubility. 

Another  upsirle  of  Dannon’s  deep  daU  dives:  It’s 
easier  to  set  realistic  expectations  for  sales  reps,  retail¬ 
ers  and  others.  Whereas  predictive  analytics  can  fore¬ 
cast  sales,  it  can’t  account  for  the  relationship  between 
a  sales  representative  and  a  retailer.  “What  we  expect 
from  a  salesperson  and  what  they’re  able  to  deliver  are 
quite  often  two  different  things,'  Davis  says.  “With 
prediettve  analytics,  the  tool  may  forecast  demand  for 
a  particular  product  in  four  different  flavors.  But  a  sales 
rep  may  know  that  with  Kroger,  they’ll  only  get  four 
flavors  on  the  shelf.'  By  setting  goals  ahead  of  time, 
sales  represenutives  have  the  opportunity  to  reset  ex- 
pecutioos  and  prevem  post-promotion  finger-pointing 
for  missed  targets. 

Tweaking  the  Model 

Nevertheless,  for  all  its  perks,  predictive  analytics  can 

historical,  regional  and  market  data  can  grow  stale  and 
begin  to  chum  out  inaccurate  forecasts.  “We  thought 
that  we’d  have  to  test  arxl  validate  our  models  twice  a 
year,'  Davis  says.  'But  because  of  the  dynamic  nature 
of  the  category  of  yogurt,  we’ve  fixmd  that  we  need  to 
test  more  often,  on  a  quarterly  basis.' 

One  approach  Dannon  has  found  effective  is  taking 
smaller  sets  of  dau  from  individual  models,  such  as 
actual  sales  of  honey-flavored  Oikos  yogurt  in  April, 
and  running  those  numbers  through  a  model  to  see  if 

ally  occurred.  From  there,  Dannon  makes  arijustments 
to  its  modek  for  greater  accuracy. 

'A  model  is  not  something  you  just  put  in  place  and 
forget  about,' Pilcher  warns.  “It’s  not  a  manufacturing 
tool;  it’s  much  more  of  a  living,  breathing  thing  that 
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you  need  to  re-evaluate  over  tiine.” 

For  example,  Pilcher  says  that  consumer  trends, 
such  as  demand  br  probiotics  or  tube  packaging,  can 
skew  a  model's  results,  making  hids  appear  as  if  they’re 
long-term  profit-yielding  changes  in  cortsumer  prefer¬ 
ences.  As  a  resirit,  he  says,  “There's  no  substitute  for 

to  see  if  what’s  being  predicted  actually  matches  the 
busiiressworkL" 

Yet  amid  all  of  the  bits  and  bytes,  there’s  a  distinctly 
human  element  that  can  make  or  break  a  predictive 
arralytics  system.  “Change  management  is  one  of  the 
biggest  key*,"  Davis  says.  “Our  executive  sponsors 
understood  the  value  that  predictive  analytics  woirld 
create,  but  they  also  understood  that  when  salespeople 
have  been  doirrg  something  the  same  way  for  t5  years, 
you  can’t  make  a  switch  ovemi^t” 

Encouraging  higfier-itps  to  have  patience,  rolling  out 
preilictive  analytics  systerns  gradually,  and  taking  time 
to  train  the  salesfbtre  can'help  ease  the  transitioo,  Davis 
says.  In  fact,  Darmon  kept  an  active  change  manage¬ 
ment  program  in  jJace  for  six  months  after  deploy- 
ing  the  system  to  mcHiitior  adoption  rales.  But  a  trrtxre 
personal  touch,  such  as  emphasizing  how  salespeople 
stand  to  benefit  directly  from  predicttve  analytics,  can 
also  expedite  adoption. 

For  example,  Davis  says  he  made  a  point  of  evangeliz¬ 
ing  to  sales  teams  how  “analytics  presents  a  better  world 
for  them  becaitse  they  don’t  have  to  spend  hours  each 
week  figuring  out  what  their  plarmed  volume  needs  to 
be."  And  employees  who  demonstrated  strong  adoption 

in  trairrir^  other  workers  on  the  tool 

Deployirrg  predictive  analytics  tools  can  also  reqirire 
companies  to  rebuild  their  sales  teartts  with  the  ri^ 
combirration  of  sales  smarts  and  statistical  know-how. 
“You  don’t  need  your  salespeople  to  have  degrees  in 
mathematics,  but  they  do  have  to  have  an  appreciation 
for  the  analytics  world,"  Davis  says. 

Put  Into  Practice 

of  course,  installing  a  sweepir^  analytics  system  —  no 
matter  how  critical  to  a  company’s  bottom  line  —  can 
represent  an  enormous  burden  to  an  already  over¬ 
taxed  IT  department.  After  all,  integrating  daU  from 
di^iarate  silos,  securing  dau  and  ertsirring  data  qirality 
are  all  labor-  and  time-intensive  IT  activities.  “Big 
daU  scares  IT  departments  a  little  bit  because  of  the 
amount  of  data  and  keeping  it  secirre,"  Pilcher  warrrs. 

To  avoid  turf  wars  between  marketing  and  IT, 

Pilcher  recotrunends  that  “the  IT  shop  view  the  mar¬ 
keting  departmern  as  a  client  that  th^  need  to  support 
in  order  to  get  the  job  done.  When  it’s  the  opposite  way, 
IT  might  restrict  analytics  activity  based  on  parameters 
like  disk  space  without  a  tnre  urtrierstanding  of  what 
that  disk  space  can  provide  in  marketing  revenue  and 
that  it’ll  probably  pay  for  itself  in  the  end." 

And  Dantton  hu  discovered  that  holding  monthly 
cross-functkmal  meetings  to  review  results  arrd  high¬ 


You  don’t  need  your  salespeople  to 
have  degrees  in  mathenudkSy  but  they 
do  have  to  have  an  appreciation  for 
the  analytics  world. 

JEREMIE  DAVIS.  DIRECTOR  OF  SALES  AND  MARKETING  SYSTEMS.  DANNON 


light  business  trends  is  an  excellent  way  to  create  an 
ongoing  conversation  around  pedictive  analytics,  as 
well  as  encourage  employees  to  ait  concerns. 

Squabbles  aside,  the  demand  for  Greek  yogurt 
continues  to  grow.  According  to  investment  research 
firm  UBS,  Greek  yogurt  sales  are  on  coirtse  to  increase 
to  $3  billion  in  five  years,  frotn  a  curreirt  level  of  about 
$1  billion.  And  Bernstein  Research  reports  that  Greek 
yogurt  sales  could  eventually  peak  at  more  than  50%  of 
the  overall  U.S.  yogurt  market. 

If  that’s  the  case,  predictive  analytics  is  likely  to 
gain  even  mote  traction  as  a  powerful  weapon  in  the 

yogurt  wars.  After  all,  “you  can’t  ignore  the  wealth  of 

big  data  available  trxlay,”  says  Karolefski  of  the  Shopper 
Technology  Instimte.  “And  whenever  you  have  a  lot  of 
big  data  available,  companies  ate  eventually  going  to 
find  a  way  to  and  shovel  their  way  through  it.  and 
use  the  resirlts  for  a  competitive  advantage."  Spoonful 
by  protein-packed  spoonful.  ♦ 

ortides  ^  vorioiis  puWicatioiis  and  nciis  sires,  induditrg  The 
Econmnist.  MIT  Technology  Review  and  CNNMonquam. 


27 


IT  MANAGEMENT 


As  IT  responsibilities  evolve,  managers  strive  for  better 
ways  to  measure  techies’  contributions,  by  many  k.  pratt 


which  IT  employms  were  judged  when 
their  perfDrmanoe  reviews  rolled  around. 

Th^  days,  IT  managers  acknowledge 
that  writing  fewer  lines  of  code  can  be 
more  efficient,  that  longer  timelines  and 
bigger  budgets  can  be  acceptable  if  that 
means  getting  a  project  done  right  the 
first  time,  and  that  moving  a  program  to 
testing  quickly  isn’t  necessarily  a  sign  of 
a  job  well  done. 

What’s  more,  as  IT  shifts  from  being 
a  service  provider  to  a  strategic  business 
partner,  managers  are  looking  fin  people 
with  difierent  skills  than  IT  workers 
were  expected  to  have  in  the  past. 

“What  we  value  is  high  performance  of 
our  services  and  strong  execution  on  our 
pn^ects,”  says  Joel  Jacobs,  vice  president 
andaOatTheMitreCotp.,anot-ft)r.pnrf- 
it  science  and  engineering  organization. 

Jacobs  is  clear  about  his  expectations, 
and,  like  other  IT  leaders,  he  wants  to 
make  sure  bis  IT  staffins  are  meeting 
those  objectives.  But  what’s  the  best  way 
to  determine  if  that’s  the  case?  Gone 
ate  the  days  when  technolagists  were 
measured  on  straig^ttforward,  quantifi¬ 
able  metrics  that  reflected  a  heads-down 
development  focus.  But  what  should 
replace  those  metrics? 

“We  have  to  decide  what  we  measure, 
and  that’s  true  in  any  part  of  the  organi¬ 
zation,  not  just  IT,"  Jacobs  says. 

Mitre  is  overhauling  the  way  it  evalu¬ 
ates  its  employees,  ittchiding  those  in 
IT.  The  organization  now  evaluates  the 
impact  of  what  people  produce  along¬ 
side  more  traditional  measures  such  as 
meeting  deadlines  and  staying  under 
budget.  “What  we’re  trying  to  measure 
is  performatKe  against  our  plans  for 
existing  services  and  new  capabiUties," 
Jacobs  explains. 

Wanted:  Better  IT  Assessment 

Throu^iout  IT,  managers  like  Jacobs  are 
wrestling  with  the  question  of  how  to 
best  evaluate  tech  workers  in  the  face  of 


Conskler  the  firtdings  of  an  October 
20t2  survey  of  3,500  IT  professionals 
and  leaders  by  TEKsystems,  an  IT  staff- 


HOWMAMVUNES  OF  CODE  did  you  write  this  ing  and  consulting  firm:  Only  about  half  of  the  respondents  in 

quarter?  By  bow  many  hours  (or  days  or  either  group  said  that  their  supervisors  are  great  at  performance 

weeks)  were  you  behind  in  deliveTing  your  marugement. 

latest  proiect?  Was  it  over  or  urtder  budget.  Performance  management  “is  definitely  challenging,  and 

and  if  so,  by  how  much?  How  quickly  were  that’s  why  you  see  it  not  happening,"  says  TEKsystems  marketing 

you  able  to  get  your  last  program  to  testing  director  Rachel  Russell. 

Ear  marry  years,  than  were  the  metrics  by  But  arty  organization  that  wants  to  maximize  the  value  of  its 
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woifcers  will  want  to  make  sure  assessments  do,  indeed,  get  done, 
Russell  says.  Performance  management,  of  which  evaluation  is 
an  important  part,  is  “basically  bow  an  organization  leverages 
people  to  achieve  what  it's  trying  to  achieve,”  she  says. 

“If  you  have  a  set  of  goals  and  if  you  only  ever  talk  about  them 
formjly  once  a  year,  as  many  companies  do,  you're  not  going  to 
be  set  up  for  success,”  Russell  explains.  “The  more  you  talk  about 
them,  the  more  ingrained  they  are  with  your  staff  and  managers, 
and  the  more  likely  you  ate  to  achieve  those  goals.” 

In  the  TEKsystems  survey,  83%  of  the  IT  ptofessitmals  polled 
said  that  formal  feedback  is  either  extremely  important  or  impor- 
um  to  theit  success.  About  half  of  them  said  th^  receive  formal 
feedback  once  or  twice  a  year,  and  37%  of  them  reported  that 
they  get  formal  feedback  on  at  least  a  quarterly  basis. 

Respondents  value  informal  feedback 
even  more:  93%  of  the  IT  professionals 
said  that  regular,  high-quality  informal 
feedback  is  importam  to  their  success. 

Yet,  only  14%  of  the  IT  professionals 
and  just  t2%  of  the  IT  leaders  said  that 
informal  feedback  is  given  when  perfon 
mance  deviates  from  expectations.  More¬ 
over,  15%  of  the  IT  pn^ssionals  and  8%  of 
the  IT  leaders  said  that  informal  feedback 
isn't  given  at  aU. 

Assessing  Value  to  the  Business 


irt  with  clearly  defined  goals  and : 
understanding  how  each  IT  worker  helps 
reach  those  goals,  says  Dan  Roberts,  presi¬ 
dent  of  Ouellette  81  Associates  Consulting. 

Those  goals  should  shape  the  metrics  that 
are  used  to  evaluate  techiulogists,  he  says. 

“The  skill  sets  aixl  competencies  are 
chaining  so  we  have  to  assess  people  in 
new  ways,  provide  new  ffamewoiks,  to  see 
where  they  are  with  these  new  conq>eteI^ 
des,"  Roberts  says.  "Mote  and  mote,  they're 
being  measured  around  lelatiooships  [and] 
how  the/ie  perceived  by  the  business.” 

One  of  nimts'  clients,  the  IT  depart¬ 
ment  in  a  large  pharmaceutical  company, 
has  a  report  card  that  takes  imo  account 
business-unit  satisfoction  levels  —  a 
metric  is  then  used  to  assess  how  well  IT  teams  are  delivering 
on  stated  goals.  “The  metrics  are  changing  from  the  heads-down 
technology  metrics,”  he  says.  “Now  it's  on  business  results  and 
the  business  value  they're  bringing  to  the  organization.” 

Stephen  Olive,  CIO  at  Philips  Healthcare,  says  his  500- 
memher  IT  department  sees  itself  as  a  strategic  partner,  so  he's 
judging  success  on  what  IT  is  doing  fee  the  business  and  what 
value  it  delivers. 

While  Olive  still  considers  budgets  and  schedules  when 
thinking  about  employee  performance,  determining  whether  IT 
workers  meet  those  standards  now  plays  a  smaller  role  in  the  way 
he  evaluates  people.  Like  other  marragers,  he  now  looks  for  and 
measures  more  esoteric  qualities,  such  as  tear 
tive  behavior,  as  well  as  the  employee's  understanding  of  buaness 


INFORMAL 

FEEDBACK 

Extremely 

49% 

1 

1  44% 

por,an.:>% 

goals  and  how  to  go  about  achieving  them. 

Olive  points  to  his  company's  rollout  of  Salesfaroexom,  which 
recently  went  live  to  750  users.  The  success  of  that  IT  project  is 
being  measured  by  managers'  and  users'  testimonials  on  whether 
the  application  h^  them  do  their  jobs  better  or  more  efficiently. 
“You  share  that  with  your  IT  employees,  so  they  know  we're 
making  an  impact  on  the  business,”  he  says. 

While  Philips  Healthcare  does  have  a  formal  performance 
development  process  —  which  includes  an  arunial  goal-setting 
session  and  a  formal  midyear  review  where  ttranagers  meet  wffh 
their  workers  arrd  provide  written  feedback  —  the  company's 
ongoing,  infirrmal  performance-review  mechanisms  are  mote 
likely  to  capture  the  business  value  Olive  is  after. 

Managers  gather  feedback  on  their  employees  from  “asses- 

'  —  key  people  surtoundit^  individual 


ns  that  better  fit  their  strengths.  It : 


ing  work  through  both  feedback  arxl  formal 
recognition  programs  —  both  of  which  ate 


Ipetfbrmanoe]  is  really  ahout  what  you're 
d(^  for  the  business  and  what  value  do 
you  add,”  he  says. 

WAMngtheWak 

QOs  and  IT  management  consultants 
stress  that  this  evtriving  approach  to  perfbr- 

a  lot  fiom  matugets.  They  must  interact 
with  employees  and  their  business  unit  col¬ 
leagues  often  enough  and  openly  enough  to 
hear  and  see  when  systems  ate  making  the 


are  happening  as  they  should,  and  when  projects  an 
intended  —  and  when  they're  not. 

That  means  taking  the  time  to  talk  to  people  about  a  job  well 
done,  soliciting  nominations  for  formal  recognition  programs,  or 
wotkitrg  one-on-one  with  an  employee  who's  missing  milestones, 
Sdre  says.  “You  have  to  know  your  employees  well  enot^  to 
have  those  open  cocrununicatiixis,"  she  observes. 

Jacobs  agrees.  At  Mitre,  "weVe  been  increasingly  pushing  our 
[managers]  toward  'meaningful  conversations'  rather  than  oom- 
oliance  to  a  checklist,”  he  says.  “But  even  though  it's  a  conveisa- 
~  's  a  method  to  it  —  a  method  that 


aligns  to  what  our  oomparty  is  trying  to  arhieve.”  • 
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I  HAVE  SHUNNED  OFFSHORING  dttd 

in  the  past.  But  I  worked  for  a 
diKerent  company  wlien  I  shared 
those  thoughts,  and  vears  have 
passed  siiKe  that  time.  When  my  current 
empkner  started  sertding  some  IT  activi- 


and  event  management  (SIEM),  data  leak 
pFexention  (DLF)  and  file  encryption.  I 
could  keep  two  to  four  full-time  analysts 
busy  caring  for  those  technologies  and 
responding  to  incidents,  but  w’e  just 
aren’t  going  to  be  handed  the  budget  to 
do  that  in  the  U.S.  So  I  am  now  offshor- 


tool.  patch  and  antivirus  compliance 
updates  from  our  systems  management 
tools,  and  time  allocation  data  from  our 
project  management  tool.  Now,  we  at 
corporate  simply  define  the  metrics  to 
be  collected,  and  the  offshore  team  actu¬ 
ally  collects  the  data  and  prepares  pivot 


Security'  . 
Manager’s 


MATHIAS  THURMAN 


Learning  to  Let  Go  and  Offshore 

It  was  impossible  to  resist  the  pressure  to  send  some  IT 
security  activities  offshore.  So  far.  it’s  working  out  well. 


I  have  written  about  my  concerns 
in  the  past.  But  I  worited  for  a 
different  company  when  I  shared 
those  thoughts,  and  years  have 
passed  since  that  time.  When  my  current 
employer  started  sending  some  IT  activi¬ 
ties  to  an  office  in  India,  I  was  mote  sat- 
isffed  than  I  was  in  the  past  that  security 


our  network  and  of  the 
Windows  and  Unix 
systems,  as  well  as  the 
help  desk  and  quality  as- 


No  security-related  activities  were  sent 
overseas,  though.  I  always  wanted  to  keep 
security  tightly  under  my  contioL  But  it's 
impossitile  to  ignore  the  savings  that  off¬ 
shoring  makes  possible,  so  after  talking 
with  peers  at  other  companies,  I  learned 
to  let  go  of  some  of  that  direct  control. 

eitremely  intensive  hm  an  operatiooal 


attd  event  management  (SIEM),  data  leak 
prevention  (DIP)  and  file  encryption.  I 
could  keep  two  to  four  full-titne  analysts 
busy  carirrg  Cor  those  technologies  and 
responding  to  incidents,  but  we  just 
aren't  going  to  be  handed  the  buic^  to 
do  that  in  the  U.S.  So  I  am  now  offshor¬ 
ing  several  security  activities,  and  thus 
fiu,  txHW  of  my  fears  has  been  justified. 

For  every  activity  that  I  let  our 
offihore  partners  handle,  1  specify  their 

I  then  list  the  tools  and  applications  to 
be  used  and  define 
metrics  for  measuring 
performance. 

The  weekly  security 
scartsofourapplica- 
tkxrsandinfrastruc- 

;  a  great  candidate  for  offshoring.  In 


cc 


I  tawe  shimned  offshoring.  I  alwa^ 
keep  security  tightly  under  my  cmiM 


Trouble 

Ticket 


They  report  back  to  me  the  status  scan 
activity,  tell  us  the  mean  time  to  remedi¬ 
ate  issues  and  identify  arrythirrg  that  puts 
the  organization  at  risk. 

Collecting  metrics  can  also  be  done 
well  overseas.  We  regularly  do  this  in  a 
process  that  can  be  painfully  slow,  simply 
because  of  the  rtumber  of  metrics  we 
produce.  For  example,  we  collect  URL  fil¬ 
tering  stats  from  our  firewalls,  incidents 
from  our  incident  response  reporting 
tool,  patch  and  antivirus  compliance 
updates  from  our  systems  management 
tools,  and  time  allocation  data  from  our 


corporate  simply  define  the  metrics  to 
be  collected,  and  the  offibore  team  actu¬ 
ally  collects  the  dau  and  prepares  pivoC 
charts  and  other  graphs.  As  a  bonus,  the 
offibote  team  has  automated  what  it 
could,  giving  us  a  nice  dashboard  with 
metrics  updated  in  almost  real  time. 

Next  up  will  be  a  more  complex 
activity;  SIEM  administration.  This  will 
requite  some  deeper  skills;  we  will  need 
a  couple  people  who  can  write  scripts, 
do  malware  analysis,  solve  proUems,  and 
handle  networking  and  system  admin¬ 
istration.  I've  interviewed  over  a  dozen 
candidates  so  far,  none  of  them  qualified. 

Once  that  is  squared  away,  though, 

1  plan  to  offihore  audit/compliance, 
incident  response,  initial  response  to 
customer  questunnaires,  document 
preparatioo,  response  to  certain  security- 
related  help  desk  tickets  and  DIP  admin¬ 
istration.  Within  a  year,  I  expect  to  have 
doubled  the  size  of  our  offshore  teartL 

I'm  a  ermvert.  Even  though  time-zone 
differences  require  meetings  at  rxld 
hours,  the  benefits  far  outwe^  the 


whose  name  and  employer  hove  been 
di^uised^  obvious  reasons.  Contact  him 
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OPINION 


Nobody  Wants  You  to  Be 
A  Tech  Vending  Machine 


Providing 
a  quick-win 
deliverable 
is  of  value 
only  if  It’s 
what’s  really 
required. 


VERYONE”  KNOWS  that  to  earn  the  trust  of  a  new  chent  or  your 
boss,  you  need  to  provide  a  quick-win  deliverable.  The  assumption 
is  that  fast  response  to  a  request  demonstrates  your  competence 
and  earns  trust. 


thinking.  His  newest 
book  is  8  Steps  to 
Restoring  Client  Trust: 
AProlessional'sGuide 
to  Managing  Ctient 
Conflia.  you  can 
contact  him  at  kifos 
leadnggeekscom. 


But  we  geeks  get  a  bit  carried  away  with  this 
rule.  It’s  our  way,  after  all,  to  embrace  rules  while 
ignoring  the  complexity  of  real  rdaUonships. 

In  my  experience,  the  quick^win  theory  leads  to 
disaster  as  often  as  success.  This  is  because  the 
theory  is  built  on  two  assumptions,  one  true,  the 
other  only  half  true  at  best. 

AwnnHlen  He.  1:  Clients/bosses  remain 
uncertain,  skeptical  and  even  insecure  about  new 
hires,  concerned  that  they  made  a  mistake.  This 
is  completely  true.  Not  unreasonably,  they  feel 
exposed  for  hirii^  you.  You  might  fail  to  deliver 
on  their  goals,  or  make  them  look  bad. 

Assamption  No.  2:  Delivering  quickly  on  the 
requests  of  clients/bosses  is  a  sure  way  to  alleviate 
their  concerns.  This  is  not  nearly  as  true  as  we 
would  like  to  believe. 

Why? 

The  quick  deliverable  is  often  not  what  is  really 
required,  even  if  it  is  what  was  asked  for.  Deliver¬ 
ing  the  wrong  thing  doesn't  imbue  your  new  boss 
with  confidence,  no  matter  how  quickly  you  do 
it.  All  it  does  is  tell  him  that  you  fulfill  requests 
unthinkingly  and  are  uninterested  in  or  incapable 
of  the  higher-order  work  of  figuring  out  what 
needs  to  be  done.  You  can  seem  like  a  technology 

Bosses  and  clients  need  to  feel  that  they  can 
comfortahly  telyonyou  —  that  you  con  deliver  for 
them,  and  that  you  will  deliver  for  them.  Those 
aren't  the  same  thitigs. 

You  coitvince  them  that  you  con  deliver  by 
demonstratirtg  that  you  are  competent.  But  there 
is  a  trick  to  demonstrating  corrqretence  to  bosses 


and  cliettts  who  don't  tmderstand  the  technical 
details  of  what  you  do  attd  can't  really  discern  the 
quality  of  your  deliverables.  Uttable  to  properly 
evahrate  yotrr  technical  skills,  they  will  instead 
seek  obvioirs  sigtrs  of  professionalism  and  jrrdge 
you  based  on  factors  like  these: 

■  Whether  you  followed  through  on  yorrr 

■  Whether  you  took  responsibility  when  you 
didn't  follow  throu^ 

■  Whether  you  conununicated  in  language 
they  could  understand. 

■  Whether  you  kept  them  informed  about 
progress  and  obstacles. 

n  Whether  you  were  cottdescettding  or  difficuh. 

You  cotrvince  them  that  you  win  deliver  firr 
them  by  showittg  that  you  really  want  to  help 
them.  Your  competence  wtm't  matter  to  them 
unless  they  believe  that  you  are  internally  driven 
to  apply  that  competerxe  for  their  benefit.  In  con¬ 
trast,  the  primary  desire  that  a  quick  deliverable 
reveals  is  the  desire  to  earn  trust,  and  that  isn’t 
the  same  as  the  desire  to  be  helpful. 

Early  on,  bosses  and  clients  need  to  hear  what 
you  ate  genuinely  committed  and  determiiMd 
to  do  for  them.  This  is  not  a  promise,  but  a  sense 
of  what’s  important  to  you.  You  don't  need  to  lie 
and  give  a  guarantee  of  a  ddivery  date.  You  just 
need  to  let  them  know  that  you  feel  “committed  to 
meeting  the  date”  —  that  you  care. 

To  earn  the  trust  of  a  new  boss  or  client,  you 


32 


MARKETPLACE 


Instantly  Search 
Terabytes  of  Text 


•  25+  fielded  and  full-text  search  types 

•  dtSearch's  own  document  filters  support  "Office,” 

PDF,  HTML,  XML,  ZIR  emails  (with  nested  attachments), 
and  many  other  file  types 

•  Supports  databases  as  well  as  static  and  dynamic  websites 

•  in  all  of  the  above 

•  APIs  for  .NET,  Java,  C++,  SQL,  etc. 

•  64-bit  and  32-bit;  Win  and  Linux 

Ask  about  fully-functional  evaluations 
www.dtSearch.com  i-800-rr-nNDS 


pick  the  topics, 
pick  the  sources, 
pick  the  frequency. 


It's  free. 


Career 

watch 

uponthequalitYOfitsemployees.Seniornianagersliaveaiespon- 
sibilitY  to  develop  employees  to  become  future  leaders  of  this  com¬ 
pany,  and  mentoring  is  an  avenue  to  do  that.  Last.  1  enjoy  mentor- 
ing.  very  rewarding  to  feel  that  you've  helped  others  move  their 
careers  along  or  increase  their  satisfaaion  in  their  current  role. 

M:  The  benefits  are  far-reaching.  The  program  has  connected 
me  to  resources  that  are  outside  of  my  immediate  organization 
and  area  of  expertise.  It  has  offered  me  a  safe  place  to  explore 
various  career  options  in  a  very  big.  diverse  global  corporation  and 
develop  concrete  goals  toward  attaining  them.  It  has  also  helped 
me  partner  for  continuous  improvement.  I  can  reveal  my  insecuri¬ 
ties  without  tear  of  judgment  learn  more  about  myself  and  my 
strengths,  receive  coaching  on  how  best  to  maneuver  challenging 
situations,  and  then  concentrate  on  areas  for  further  devetopment 

mentoring  fwtr 

mmrniymim 

tacfnvatf  N 

to  understand  cusi 

Judy  Novak 

&Jennifer 

Aden 

A  vice  president 
of  finance  and  a 
program  manager 
af  Xerox  talk  aUKMlt 

1  both  sides. 

h  As  a  mentor.  1  benefit  ki  many  ways.  First,  it 

ed  to  a  community  of  people  that  1  might  not 

eed  with,  m  order  to  do  my  job  at  xerox.  1  need 

tomer  requirements  and  employee  perspective. 

WMaratlNralillwkMMiartannlaiidlnfrwiiHli^^ 
toiliig  iilitloiiiliiptT  JN:  1  currently  mentor  several  people,  two 
formally  and  many  others  informally.  Both  approaches  are  good 
for  different  reasons.  With  a  formal  relationship,  you  tend  to  meet 
on  a  regular  basis  and  have  topics  that  you  discuss  at  each  meet¬ 
ing,  as  you  work  an  agenda  over  a  set  time  period,  with  informal 
relationships,  the  mentoring  tends  to  be  more  on  an  as-needed 
basis.  1  have  informal  mentoring  with  several  people  who  have 
worked  for  me  In  the  past.  Our  conversations  are  typically  very  fo¬ 
cused.  such  as  when  they  are  looking  at  making  a  job  change. 

U:  While  our  mentor  match  is  formal,  we  collaboratively  set  the 
tone  and  expectations  for  our  sessions.  The  goals  are  primarily 
driven  by  the  overall  objectives  that  I  have.  My  mentor  counsels 
and  holds  me  accountable  to  follow  through.  This  works  for  us.  It 
balances  our  leadership  styles  and  gives  us  the  opportunity  to  be 
flexible  and  shift  gears  if  needed. 

mcntM?  JN:  Gender  is  not  a  consideration  when  choosing  a  men- 

tee.  That  being  said.  1  have  more  female  mentees  than  male,  and 

over  the  years  many  more  women  have  approached  me  regarding 

being  a  mentor  than  have  men. 

JA:  Gender  was  not  an  attribute  that  I  considered,  but  having  a 

Ueoiorine  alkiws  me  lo  undentand  diaVenees  that  our  emptoyees  female  mentor  is  a  plus.  It  adds  a  dimension  of  unspoten  under- 

enaxner  in  the  busmess.  wtwher  in  my  immediate  work  area  standing,  and  has  allowed  us  to  quickly  bond  on  some  non-work- 

or  elsewhere.  Second,  mentoring  grees  me  visiblity  into  a  broad  related  topics.  Judy  understands  my  work/iife  balance  concerns, 

network  of  individuals.  Xerox's  level  of  success  is  tolallv  dependent  and  I  have  benefited  from  our  shared  experience  as  parents. 
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Place  your  Labor  Certification  Ads  Here 

Are  you  frequently  placing 
legal  or  immigration  advertisements? 

Let  us  help  you  put  together  a 
cost-effective  program 
that  will  make  this 
time-consuming 
task  a  little  easier. 


800.762.2977 
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Welcome  Back,  Boss. 
When’s  Your  Next  Trip? 


-OPINION 

MItr  PERKINS 

Jousting  for  Jobs 


(Ming 
(gwraments 
have  emerged 
as  ways to 
id^hi^ 
shined  IT  pros. 


■vtMridmis 

mana^  partnef 
at  Louisvilte.  Ky.- 
based  Leverage 
Partners,  which  helps 
organizations  invest 
well  in  IT.  Contact 
him  at  BartPerkinsa 
LeveragePartners.com. 


WE  ALL  WANT  TO  HIRE  WINNERS.  That’s  even  more  vital  svhen 
we’re  trying  to  fill  key  technical  jobs  like  programmer  and  ar¬ 
chitect.  After  you’ve  taken  the  time  to  post  the  jobs,  work  with 
recruiters  and  sift  through  moimtains  of  resumes,  you’ll  still 


want  to  verify  the  technical  skills  of  the  appli¬ 
cants.  That’s  where  a  contest  can  be  helpful. 

Over  the  past  few  years,  coding  tournaments 
and  similar  organized  tests  of  IT  professionals' 
abilities  have  emerged  as  a  means  of  identifying 
skilled  technical  staffers.  TopCoder,  Interview- 
street,  Codility,  Siemens  and  others  have  created 
a  series  of  contests  to  identify  talerrted  IT 
specialists.  These  competitions  take  the  form  of 
predefined  skills  tests,  timed  problem-solving 

gamer  financial  rewards,  job  interviews  or  con¬ 
sulting  contracts.  Companies  in  need  of  top  tech 
talent  can  check  out  the  leaderhoatds  that  some 


Cup  also  allow  companies  to  identify  rising  stats. 
Winners  are  frequently  rewarded  with  summer 
jobs,  internships  or  offers  of  jobs  after  they  gradu- 


technical  needs  have  designed  their  own  custom¬ 
ized  oompetitions  for  specific  positions. 

Employets  can  reap  all  kinds  of  benefits  frmn 
such  contests.  In  adrlition  to  finding  talented 


tech  tournament  has  an  opportunity  to  present 
itself  as  an  appealing  workplace  where  employees 
technical  challenges.  Spon- 
in  also  reduce  a  comparry's 


dependence  on  recruiters  and  job  boartls. 

Of  course,  you  should  be  aware  that  contests 
also  present  challenges,  including  these; 

■  Organizing  a  toumamoit  requires  a  lot  of 
planning.  Among  other  things,  you  must  clearly 
define  the  pcoUra  that  contestants  will  be  asked  to 

which  could  become  a  separate  competition. 

■  If  a  tournament’s  challenge  is  tied  to  a 
specific  project,  the  competition  will  expand  the 
project’s  timeline.  If  the  competitors  already  have 
jobs,  they  won’t  be  focusing  exclusively  on  your 
problem.  In  addition,  you’ll  have  to  spend  time 
evaluating  entries  after  the  competition  closes. 

■  'The  top  performers  may  not  really  have  the 
skills  you  thi^  they  have.  They  may  have  received 
help  frmn  friends,  so  you  should  put  them  throu^ 
additional  testing  during  the  on-site  interview. 
And  remember  that  tournaments  usually  reward 
people  for  their  technical  expertise,  not  soft  skills 
such  as  the  ability  to  work  as  members  of  teams. 

■  Winners  of  virtual  tournaments  may  not  be 
U.S.  citizens  atxl  mi^t  need  visas  to  work  for  you. 
And  some  of  the  entrants  may  have  participated 
just  for  the  fun  of  it;  they  may  have  no  desire  to  re¬ 
locate,  and  they  might  not  even  be  looking  for  a  job. 

■  Some  tournament  champioos  may  be  happy 
to  work  for  you  as  contractors  but  would  balk  at 
the  idea  of  becoming  full-time  employees. 

Technical  contests  can  help  employers  identify 
world-class  talent  and  find  peo(de  with  hig^ 
specific  technical  expertise.  If  you  keep  all  of  the 
challenges  in  mind,  a  virtual  tournament  could 
provide  an  effective  solution  for  your  technical 
staffing  needs.  Let  the  joustir^  begin!  • 


FULL  POTENTIAL 


ifs  time  for  Sprint  CkxidCompute. 

Combinmg  • ‘cloijd-aware' global  MPLS  network  from  Sprwit  vwft  the  Iwdmg  platf^ 

Sprint  OowlCoiiipute,  Ihe  CSC  li*astni(rture  as  a  Service  ioliitiofr,  provides  secure.  piiwatB  acceae  to  your 

doud-computing  resources  ami  the  scalability,  fleafcilily  and  reKabiRy  your  reaHime  applications  nead. 

<>a  alHn-one  solution  makes  it  easier  than  over  to  improve  enterprise  agiSty,  increaee  efficierxgr  and  rniligee  risk. 
Let  our  dedicated  global  account  team  help  you  overcome  everyth  chaltenges  and  help  transform  your  hudnoss. 

Call  1-877-267-^240  to  request  a  consultation. 

Sprint)|(r 

C  aoia  Sprint  Aln»iiie>trwd.apfiHimd»»  logo  8ieeiifcwfod8pri«.0<Miwhnw»>pwie1r«««<»wi>»*** 


The  power  of  25.  Packed  in  the  space  of  one. 

The  powerful  and  affordable  IBM  System  x3650  M4  Express  server. 

To  meet  today’s  growing  demands,  businesses  need  a  highly  capable  server  even  when 
budgets  are  tight.  The  powerful  IBM®  System  x3650  M4  Express*  server,  with  the  latest  Intel® 
Xeon®  processor,  offers  great  value  at  an  affordable  price.  Designed  to  deliver  84%  greater 
performance'  and  handle  as  many  workloads  as  25  prior-generation  IBM  System  x3650 
systems?  x3650  M4  can  help  improve  productivity  and  resource  utilization.  This,  coupled 
with  the  expertise  of  IBM  Business  Partners,  can  help  you  configure  customizable, 
affordable  solutions  to  suit  your  unique  business  needs. 


A  powerful  server  at  an  affordable  price. 


IBM  System  X3650  M4  Express 

$2,199 


IBMStorwize®V3700 


